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SUBJECT: COFFEE: BRAZILIAN VIEWS ON NEW COFFEE AGREEMENT 
REF: (A) BRASILIA 8964; (B) LONDON 16174 

tv DEPARTMENT APPRECIATES REPORTS (REFTELS) OF SOME BASIC 
POINTS IN GOB THINKING REGARDING NEW INTERNATIONAL COFFEE 
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AGREEMENT. GOB HAS PRESENTED MORE DETAILED EXPOSITION TO 
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ICO LONDON FOR CONSIDERATION ALL MEMBERS WORKING GROUPS BE- 
FORE SCHEDULED MEETINGS BEGINNING EARLY JANUARY. THESE. 
TOGETHER WITH PROPOSALS ADVANCED BY OTHER PARTICIPANTS WILL 
BE DISCUSSED EXHAUSTIVELY DURING COURSE WORKING GROUP 
SESSIONS OVER NEXT SEVERAL MONTHS. 

2. U.S. POSITION CONTINUES TO BE ONE OF READINESS TO BE- 
GIN SERIOUS NEGOTIATIONS AS SOON AS OTHERS, INCLUDING GOB, 
PREPARED NEGOTIATE WITH VIEW TO DEVISING NEW, WORKABLE AND 
GENERALLY ACCEPTABLE AGREEMENT. WE PLACE MUCH EMPHASIS ON 
WORKABILITY OF NEW AGREEMENT. AS FOR SOUTO MAIOR'S PITCH 
FOR A FORMULA FOR AUTOMATIC ADJUSTMENT OF ANY PRICE LEVELS 
WRITTEN INTO NEW AGREEMENT (I.E. "INDEXATION") THE U.S. HAS 
SERIOUS POLICY DIFFICULTIES AND DOUBTS ABOUT THE USE OF 
INDEXATION. FOR TACTICAL REASONS, HOWEVER, WE DO NOT WISH 
TO GIVE GOB A FLATLY NEGATIVE ANSWER AT THIS TIME. WE 
PREFER THAT OUR OWN RESERVATIONS REGARDING INDEXATION IN A 
COFFEE AGREEMENT EMERGE IN THE CONTEXT OF WORKING GROUP 

DISCUSSIONS TOGETHER WITH THE RESERVATIONS OF OTHER 
CONSUMING AND PERHAPS EVEN SOME PRODUCING COUNTRIES. 

3. WE HAD EARLIER BEEN INFORMED BY GOB REPRESENTATIVES 
AT ICO THAT THEY HAD DECIDED AGAINST PURSUING INDEXATION 
IDEA, AND THEY HAVE ADMITTED THE COMPLEXITY OF TRYING 
TO MAINTAIN "REAL" PRICES BY THIS DEVICE. BRAZILIANS MAY 
BE MOVING ON THE INDEXATION ISSUE AS IT IS ONE ON WHICH 
PRODUCER UNANIMITY VERSUS CONSUMER OPPOSITION MAY BE EX- 
PECTED. OTHER MAJOR CONSUMERS HAVE EXPRESSED OPPOSITION 
TO ANY INDEXATION PROVISIONS. IN ANY CASE, GOB SHOULD NOT 
IN ANY WAY BE LED TO BELIEVE THAT IN OUR WILLINGNESS TO 
DISCUSS IN WORKING GROUPS PROPOSALS FOR AUTOMATIC 

PRICE ADJUSTMENT SCHEMES(AS WELL AS ANY OTHER IDEAS), WE 
ARE WAVERING IN OUR CONVICTIONS REGARDING THE IMPRACTICA- 
BILITY AND UNACCEPTABILITY OF SUCH SCHEMES IN THE CONTEXT 
OF A COFFEE AGREEMENT. 

4. DEPARTMENT WISHES AVOID ANY GOB EFFORT TO NEGOTIATE 
SEPARATELY WITH U.S. THROUGH CONTACTS EMBASSY BRASILIA 
OR CONGEN, RIO ON ISSUES WHICH SHOULD BE FIRST ADDRESSED 
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AT THE TECHNICAL LEVEL IN THE WORKING GROUPS SCHEDULED TO 
DO PREPARATORY WORK ON NEGOTIATION FOR A NEW ICA. SISCO 
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